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Executive summary 
• The number of SMMEs in South Africa (SA) decreased by 3.9% 

year-on-year (y-o-y) from 2.34 million in 2016Q3 to 2.25 million 

in 2017Q3. A sharp contraction was reported in 2017Q3 as more 

people opted to rather work for a salary. 

• Over the same period, the number of formal sector SMMEs also 

declined by 3.9% y-o-y, while informal sector SMMEs contracted 

by 2.6%. The decline in SMME numbers occurred as 360 000 

more formal sector job opportunities were created during these 

four quarters. 

• Total employment provided by SMMEs declined by 5.6% between 

2016Q3 and 2017Q3 to 9.1 million. 

• Among the main economic sectors, by 2017Q3 fewer SMMEs 

operated in construction than in 2016Q3, and more in the trade 

and accommodation and manufacturing sectors. 

• The SME* share in the total turnover of all enterprises#1 crept up 

by 0.5 % pts to 41.7% in the four quarters up to 2017Q3. 

The SA economy is poised for faster growth, which is likely to benefit 

the SMME sector. While the latest SMME survey results reflect 

challenging economic conditions prevalent in 2017Q3, these may be at 

the nadir of the business cycle downturn. Synchronised growth in the 

world economy and the gradual normalisation of interest rate levels in 

the advanced economies will continue to benefit the local economy. 

Furthermore, an upward swell in domestic business (and consumer) 

confidence is in the making due to a more stable political outlook. 

Pent-up consumer and business demand for big-ticket purchases and 

capital projects respectively may be a key source of growth over the 

short term.  

While the transition from a Zuma to a Ramaphosa Presidency faces 

formidable hurdles and some key external risks prevail (ranging from 

political and military conflict to a possible financial market correction), 

we anticipate a gradual improvement in the SA growth performance, 

with real GDP up 1.4% this year (form 0.9% in 2017) to 1.9% next year. 

The rand may continue to perform well, inflation will dip lower and 

some interest rate cuts are possible (albeit not assumed at this stage). 

Whereas the number of SMME owners declined in the year to 2017Q3, 

with lower employment in the sector, this does not distract from the 

importance of small business. The SMME sector accounts for between 

55-65% of economy-wide employment. The sector is a critical 

interface between the central objective of inclusive economic growth 

and the structure of the domestic economy. It is therefore worrying 

that the tendency of survivalist SMME operations appears to be 

intensifying. Development policies and interventions should focus on 

arresting this tendency. An improved economic outlook will go a long 

way in this regard. New opportunities are also expected to open up in 

the tourism, ICT and manufacturing sectors. 

Notable demographic, sectoral, regional and other tendencies were 

reported.  The number of formal SMME owners declined; the attrition 

was heaviest in the older and more experienced age groups. In terms 

of occupations, in the craft & related trades, as well as in the technical 

& related professions, the number of owners with no (or less than 

primary) education grew the sharpest and the black population group 

reported some growth in SMME ownership. In all, there was a strong 

shift from SMME ownership to (formal sector) employment. 

 

KEY INDICATORS 2016Q3 2017Q2 2017Q3 q-o-q change y-o-y change 

Number of SMMEs 2 343 058 2 480 141 2 251 286 -9.2% -3.9% 

Number of formal SMMEs 657 707 668 729 631 810 -5.5% -3.9% 

Number of informal SMMEs 1 593 816 1 719 330 1 552 889 -9.7% -2.6% 

Number jobs provided 9 683 639 10 197 324 9 141 056 -10.4% -5.6% 

% operating in trade & accommodation 40.3% 40.5% 42.6% 2.1% pts 2.4% pts 

% operating in community services 13.0% 13.5% 13.9% 0.4% pts 0.9% pts 

% operating in construction 15.1% 13.4% 12.2% -1.2% pts -2.8% pts 

% operating in fin. & business services 12.6% 12.0% 11.8% -0.2% pts -0.8% pts 

% black owned formal SMMEs 71.8% 75.2% 76.1% 1% pts 4.3% pts 

% contribution of SMEs* to turnover of all enterprises# 41.2% 41.4% 41.7% 0.3% pts 0.5% pts 

*excluding micro enterprises 

#excluding agriculture, financial intermediation, insurance and government institutions 

1The contribution of SMEs to GDP is contested. An estimate could be possible from existing National Accounts data. However, further research, in 
cooperation and with assistance from Statistics South Africa, is needed.  
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Economic background 
 

 

Synchronised growth 

suggests the world 

economy has moved 

on from the Great 

Recession 

 

 
International 

Synchronised growth in all the main regions is a strong sign that the world economy has moved on 

from the USA sub-prime crisis in 2007-08, the European sovereign debt crisis (2011-13) and the 

emerging market collapse (2012-15). The JPM composite global manufacturing PMI index reached a 

seven-year high in December. Renewed broad-based growth is characterised by a virtuous circle of 

accelerating consumer spending and improving business sentiment, with fixed investment and 

employment creation responding to complete a positive feedback loop. These developments arrive 

close to a decade after the onset of the Great Recession. Short-term prospects (2018-19) appear 

more certain; medium term, less so. 

 

Risks remain and the 

growth tempo below 

4% per annum 

 

 A number of risks remain. These risks range from the potential for political confrontation (in a 

Donald Trump and Brexit world), military conflict, the erosion of trade rules, increasing inequality, 

cyber security issues, extreme weather to the possibility of a financial market correction. The 

implication is that the overall mood is best described as cautiously optimistic. Furthermore, the 

global growth tempo is still estimated below the 4% level, i.e. well below the 5.1% average growth 

rate achieved over the 2003-07 period in the run-up to the USA sub-prime financial crisis and the 

onset of the Great Recession. 

 

The near term, 2018-

19, may deliver 

upside surprises 

 Given the healthy growth dynamics, including tightening labour markets without overly 

compromising the inflation outlook, upside surprises are possible over the near term (2018-19). 

Interest rate levels in the major advanced economies are expected to normalise gradually and 

international investors’ search for yield to remain keen and therefore resulting in capital flows to 

emerging markets. The planned USA corporate tax cuts should stimulate economic activity in that 

economy and its trading partners. It is not clear what the impact on the US budget will be as well as 

implications for income inequality. This factor and the noted geo-political tensions place a damper 

on the medium-term outlook. The sustainability of high growth in China is another concern. 

 

 

 

The SA economy is 

poised for faster 

growth 

 
South Africa 

The SA economy exited its technical recession during the middle quarters of 2017 and is poised for 

faster growth. SA’s ABSA PMI rose by 5 index points to 49.9 in January and 6-month expectations 

have shot up to 72.8 from 50 in November 2017. This may be the first indication of some lift in 

business confidence following the election of the new president of the ANC, SA’s governing party. 

Higher business confidence and pent-up demand for fixed investment may be a key lever for higher 

growth over the short term. Consumer confidence may also benefit from the improved general 

economic climate. Domestic inflation receded to 4.7% in December 2017, from a high of 6.7% a year 

earlier; the prime overdraft interest rate is also 25 basis points lower compared to a year earlier. The 

SARB’s composite leading indicator for November is up 7.5% from July 2017. 
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A cautious, but 

optimistic view with 

real GDP growth 

accelerating to 1.9% 

next year 

 

 

 The improvement in the economic growth momentum is likely to be gradual. The transition from a 

Zuma to a Ramaphosa Presidency faces formidable hurdles, with the 2018 budget (21 February) and 

the pending Moody’s ratings decision (early March) being notable in this regard. Given planting 

levels, the 2016/17 bumper maize crop is also unlikely to repeat itself. Accounting only for its direct 

impact, the agricultural sector contributed close to half of the estimated 0.9% real GDP growth last 

year. The water crisis in the Western Cape, which accounts for 24% of national agricultural GDP, will 

also impact output in 2018, not to mention the wider sectoral implications. Growth is therefore 

projected to improve only moderately to 1.4% in 2018 and 1.9% in 2019. This may be described as a 

cautiously optimistic view. While lower inflation on the back of a strong currency may provide scope 

for additional interest rate cuts, the BER prefers to assume a no-change scenario given the attending 

risks at this stage. A supportive world economy and commodity prices, some lift in business and 

consumer confidence and accelerated business and consumer spending are expected to be the main 

components of the improved economic outlook. 

Faster and more 

labour-intensive 

growth required … 

 While Statistics SA reported a net increase of 92 000 jobs in the third quarter of 2017, a total of 

125 000 people entered the job market, leaving the unemployment rate unchanged (for three 

consecutive quarters) at 27.7%, i.e. a 14-year high. Economic growth is not fast and labour intensive 

enough to absorb the new labour market entrants. 

 

… as well as greater 

economic policy 

certainty 

 The RMB/BER Business Confidence Index ended 2017 at 34 index points, which is well below the 

neutral level of 50. Following Mr. Ramaphosa’s election victory, this confidence gap is expected to 

shrink. A greater degree of economic policy certainty can go a long way in this regard. Big ticket 

consumer purchases (e.g. cars, furniture and appliances) and private sector capital projects that 

were delayed in the run-up to the ANC’s elective conference, may become an important source of 

growth in the coming months. Improved inward direct investment is another exciting source of 

potential growth. 

 

 

 

A sizeable business 

confidence gap needs 

to be closed 

 Figure 1: RMB/BER business confidence index 

 

Source: BER 
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SMME quarterly overview for 2017Q3 
 

 

SMME ownership and 

employment come 

under pressure in 17Q3 

 Small enterprise came under pressure over the year to the third quarter of 2017. The number of SMMEs 

contracted by close to 4% and SMME employment by 5.6%. It would appear that the big contraction 

occurred in 2017Q31. As a result of the decline in SMME ownership, employment created in this sector 

is down to 6.9 million from 8.1 million reported in 2017Q1; the share of female SMME employment 

remained stable around 37%. Including the decline in the number of employers and own account 

workers, total SMME employment is down from 10.6 million in 2017Q1 to 9.1 million in 2017Q3. The 

SMME sector accounted for 56% of economy-wide employment compared to 63% reported previously. 

This probably provides a more realistic range of the share of SMME employment in the broader 

economy. 

 

 

The share of survivalist 

SMMEs on the increase 

 Closer inspection of the results is revealing. The attrition of SMME owners occurred mainly in the older 

than 40 age group (e.g. among experienced 50-59 year-olds), suggesting these individuals preferred to 

enter (formal) employment. This tendency should be read in conjunction with the following results, i.e. 

the share of formal SMMEs declined; the share of SMME owners with no education (or less than 

primary education) increased sharply and the main occupational categories that lost small business 

owners were crafts & related trades, as well as technical & related professions. These results point to 

the previously uncovered fact that a large (and apparently increasing) share of SMMEs may be of a 

survivalist nature. It also appears that the black population group may be experiencing higher stress 

levels in this regard as the growth in SMME ownership that did occur was found in this population 

group. The shares of Indian, coloured and white SMME ownership declined in the year up to 2017Q3. 

 

Blacks account for more 

than 90% of the growth 

in SMMEs 

 This time around, the distribution of SMME ownership across industries changed somewhat. The 

manufacturing and trade & accommodation sectors gained numbers, while that of construction 

reported declines. The most SMMEs (43% on average) are still found in the trade & accommodation 

sector, with an even greater exposure to this sector found in the Eastern Cape, Limpopo, Mpumalanga, 

the North West and KwaZulu-Natal provinces. Financial & business services are disproportionately 

represented in Gauteng and the Western Cape, as well as agriculture in the Northern Cape. 

The poor economic 

conditions takes its toll 

 In all, the results point to a reversal of the SMME growth reported previously. This may partly be a 

statistical glitch, however, between the two sets of results we may be able to arrive at a more realistic 

picture. The intensification of survivalist operations was ongoing and the number and share of informal 

SMMEs continued to expand. This may reflect the impact of the poor economic conditions. 

                                                                        

 

1  As noted previously, one has to be careful in over interpreting the quarterly results.  There may be substantial volatility in the data due to wide 

confidence intervals.  As indicated previously, namely that the growth in SMME ownership and employment, as well as overall employment, may 

have been overstated, it is possible that the share of SMME employment may be understated this time around.  The quarterly shift of SMME 

ownership into formal employment appears unbelievably large. This also contributes to the overstatement of the annual change. Ironically, we may 

now have a more realistic indication of the range of SMME employment in the SA economy. 
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Both nationally and in 

the SMME sector, 

services activities 

dominate 

  
Focus on manufacturing, ICT and tourism: a sectoral perspective 

Economic activity in SA is dominated by services. Considering the composition of the number of SMMEs, 

this reality is mirrored: 70-75% of economic activity in this sector consists of services. Nationally (and in 

the private sector), the finance, real estate & business services sector is the largest (contributing 20% of 

GDP; Figure 2), with wholesale, retail, hotels & restaurants (also private sector2) in second place (15%). 

In the SMME sector, internal trade activities comprise the largest services sector (accounting for more 

than 40% to the total number of enterprises). Community, social & personal services account for 14% of 

SMME enterprises and financial & business services for 12%. The latter-mentioned sector contributes a 

larger share of GDP nationally due to the large role of financial intermediation services which are not 

represented in the SMME sector. Two important services SMME sectors, identified as growth sectors, 

are tourism and information and communication technology (ICT). 

  Figure 2: South Africa GDP by main economic sector in 2017Q3 

 

Source: Stats SA 

 

Manufacturing SMMEs 

are important in terms 

of productivity 

considerations 

 The secondary sector, consisting of manufacturing, construction and electricity & water production, 

accounts for 20-22% of activity, both considering national GDP and the number of SMME enterprises. In 

the secondary sector, manufacturing and construction activity dominate. Whereas construction 

accounts for a larger share of SMME enterprises (12%) compared to manufacturing (10%), the picture 

reverses when productivity is considered. Nationally, construction accounts for only 4% of GDP, 

whereas manufacturing accounts for 13% (Figure 2). The implication is that construction SMMEs consist 

of many small operators, whereas in manufacturing SMMEs the output per enterprise is higher. 

                                                                        

 

2  The general government, including the three tiers of government and the wider public sector is actually larger than the internal trade sector 

(contributing 17% of GDP). For obvious reasons, the government is not represented in the SMME sector. 
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Excluding micro enterprises (and agriculture, financial intermediation & government services), the 

manufacturing sector accounts for 24% of total turnover in the SME sector.  

 

 

 

Manufacturing domestic 

sales remain under 

pressure in 2017Q4 

 Figure 3: SA Manufacturing: domestic sales volumes in 2017Q4 

 

Source: BER Manufacturing Survey, 2017Q4 

 

 

 

 

The growth in 

manufacturing 

disappoints after 2009 

 Figure 4: Manufacturing real value added compared to the rest of the economy 

 

Source: Statistics SA 

 

  In view of this higher level of productivity, it makes economic sense that the manufacturing sector’s 

development be stimulated. From a short-term perspective, it appears that manufacturing has turned 
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A wide gap opens up 

between manufacturing 

growth and that of the 

rest of the economy 

the corner from an outright recession over the second half of 2016 and the first quarter of 2017. Deep 

contractions in real value added were followed by a 3% (annualised) rebound during the middle 

quarters of last year. Unfortunately, most subsectors’ sales volumes continued to contract between the 

fourth quarter of 2016 and the fourth quarter of 2017 according to the BER manufacturing survey 

(Figure 3). The only subsectors that posted positive growth were the paper products, clothing & textiles 

and the food processing sectors and – to a lesser extent – transport equipment and electrical 

machinery. 

Of concern, is the post-2009 growth performance of the manufacturing sector. Over the period 

2010-17, manufacturing real GDP expanded by a paltry 1.5% per annum, i.e. well below the growth in 

the rest of the economy over the corresponding period (1.9% per annum; Figure 4). The sector has been 

impacted by adverse factors such the general uncertainty in the aftermath of the global financial crisis 

in 2009, domestic economic policy uncertainty, infrastructure constraints (e.g. electricity outages), 

labour market instability, the stagnation of the mining sector, a loss of competitiveness due to rising 

labour unit costs and a relatively strong rand exchange rate, etc. Industrial policy is currently focused 

on addressing these structural constraints in order to arrest the de-industrialisation trend. 

 

 

ICT sector continues to 

expand with the rollout 

of new technologies 

 In contrast to the lacklustre growth of manufacturing, SA’s ICT sector 3 is expanding at a rapid rate as 

new technologies are being rolled out. As this sector has low barriers to entry, it is ideal for small 

business access. Current areas of growth are the sustained roll-out of fibre optic connectivity, the so-

called Internet of Things (IoT, referring to the interconnectedness of internet-capable devices and 

products); cloud technology, which is driven by the IoT; and edge computing (aimed at reducing data 

wastage by providing information processing and content collection delivery devices located close to 

the source of data (see Online: https://bitco.co.za). Bitco warns that business customers need to be 

careful in adopting new ICT. Specific technology must agree with the company’s specific needs; 

furthermore, they should opt for those ICT trends that are lasting. 

 

SA’s international 

tourism growth out-

performs the world 

market 

 

 The newly released National Tourism Sector Strategy, 2016-2026 (NTSS)4 highlights the fact that 

international tourism is expected to grow around a rate of 4% per annum over the foreseeable future. 

This presents a fine opportunity for SA’s tourism sector. International arrivals took a serious knock in 

2015 (due to the Ebola virus outbreak in West Africa and SA’s tighter visa requirements). Growth 

recovered in 2016-17 (with more than 10 million international tourist arrivals recorded in 2016, up from 

8.9 million in 2015). The growth of SA’s international tourism is outperforming the world market (that 

is, excluding 2015). As SA only attracts 2% of the world market, there is much scope to increase the 

growth (NTSS, 2017: 8). The strategy highlights a number of important international trends that need to 

                                                                        

 

3  This sector comprises telecommunications, broadcasting, data centres, cloud & IT services, business process management (BPM) services, Big Data 

and analytics, and the Internet of Things (IoT) (Frost & Sullivan: South Africa ICT Outlook, 2017; Online: http://www.frost.com/sublib/display-

report.do?id=MCD3-01-00-00-00). 

4  National Tourism Sector Strategy (NTSS), 2016-2026 (November 2017), Available online: 

https://www.tourism.gov.za/AboutNDT/Publications/National%20Tourism%20Sector%20Strategy%20NTSS%202016-2026.pdf  

https://bitco.co.za/
http://www.frost.com/sublib/display-report.do?id=MCD3-01-00-00-00
http://www.frost.com/sublib/display-report.do?id=MCD3-01-00-00-00
https://www.tourism.gov.za/AboutNDT/Publications/National%20Tourism%20Sector%20Strategy%20NTSS%202016-2026.pdf
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The domestic tourism 

market is in decline due 

to the poor economic 

conditions 

be heeded. Firstly, demographic shifts in tourism (with faster growth from Asian source countries like 

China; more older people travelling, but also more under 35s, all with different needs); secondly, 

personal safety and security are important considerations to travellers, as well a green, sustainable and 

ethical tourism and, finally, ease of access. 

Of concern, is the fact that domestic tourism appears to be on the decline. The numbers show an 

average annual decline in domestic holiday trips of between 3-4% (i.e. from 3.6 million in 2009 to 2.84 

million in 2015). A 2015 SA Tourism survey established that close to half of the SA adult population 

responded that they “cannot afford to travel, are unemployed or have no income” as the main reason 

for not travelling in the preceding three years (NTSS, 2017: 6). This is an indication that the poor 

economic conditions in SA over the past number of years have also caught up with the domestic 

tourism sector. An improvement in the economic outlook can assist in arresting this declining trend. The 

NTSS aims to increase the direct and indirect contribution of the tourism sector to GDP from R375 billion 

(or 9.4% in 2015) to R941 billion (in 2026); direct and indirect employment in the sector is projected to 

increase from 1.55 million in 2015 to 2.3 million by 2026 (NTSS, 2017: 17). The development of this 

sector will be a pillar of growth for the SMME sector. 
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Proxy numbers for SMMEs  
Derived from the Quarterly Labour Force Survey 5 

 

 

A shift of self-

employed and SMME 

owners into 

employment 

 
Number of SMMEs 

In the year up to the third quarter of 2017, the number of SMMEs declined by 3.9%, while total 

employment in the wider economy increased by 2.2%. The implication is that entrepreneurship did not 

contribute to job creation over these four quarters. Instead, there appears to have been a shift of SMME 

owners and self-employed people into employment. A significant part of this shift occurred in the third 

quarter of 2017. Of all employed people in SA, 4.9% employed others in 2017Q3, while 8.9% worked for 

themselves. Combined at 13.7% (or 2.25 million), this comprises the proxy measure for the number of 

SMMEs in SA. 

  Figure 5: Employment in South Africa 

 

Source: QLFS of Stats SA 

 

Table 1: Number of SMMEs (million) 

Indicator 2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

Employer 865 910 5.4% 930 359 5.7% 795 428 4.9% -134 930 -14.5% -70 481 -8.1% 

Own account worker 1 477 148 9.2% 1 549 783 9.5% 1 455 858 8.9% -93 925 -6.1% -21 290 -1.4% 

SMME owners 2 343 058 14.6% 2 480 141 15.2% 2 251 286 13.7% -228 855 -9.2% -91 772 -3.9% 

Working for someone 13 617 295 85.0% 13 708 568 84.2% 14 053 797 85.8% 345 229 2.5% 436 501 3.2% 

Helping in household business 68 622 0.4% 88 801 0.5% 82 414 0.5% -6 388 -7.2% 13 792 20.1% 

Total employed 16 028 975 100.0% 16 277 510 100.0% 16 387 497 100.0% 109 986 0.7% 358 522 2.2% 

 Source: QLFS of Stats SA 

                                                                        

 

5 Please note there is substantial volatility in the sub-distributions of the SMMEs; most of this might be due to sampling noise. 
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SMME employment 

recedes to 9.1 million, 

i.e. 55% of economy-

wide employment 

 
Employment provided by SMMEs 

In the third quarter of 2017 the SMME sector provided employment to nearly 9.1 million people in South 

Africa. Of these, only 2.25 million jobs were for the SMME owners themselves, while the balance of 6.9 

million jobs (or 75%) were those of SMME employees. The majority of SMME employment (63%) is located 

in the formal sector; the formal sector share rose from 55% a year before. Therefore, the number of SMME 

employees (i.e. non-owners) fell by 6.1% over the same period. Job losses in the agricultural sector was 

mostly responsible for this contraction, followed by job losses in the informal sector. 

Of all jobs provided to others by SMME owners, an estimated 37% is filled by female workers*. This 

proportion has remained virtually the same in the previous four quarters. 

  Figure 6: Employment provided by SMMEs 

 

Source: QLFS of Stats SA 

 

Table 2: Employment provided by SMMEs  

  2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

Formal sector 5 289 641 54.6% 5 751 778 56.4% 5 755 761 63.0% 3 983 0.1% 466 120 8.8% 

Informal sector 1 179 956 12.2% 1 260 238 12.4% 788 579 8.6% -471 659 -37.4% -391 377 -33.2% 

Agriculture 869 130 9.0% 700 425 6.9% 345 430 3.8% -354 996 -50.7% -523 701 -60.3% 

Private households 1 854 0.0% 4 741 0.0% 0 0.0% -4 741 -100.0% -1 854 -100.0% 

Provided to others 7 340 581 75.8% 7 717 182 75.7% 6 889 769 75.4% -827 413 -10.7% -450 812 -6.1% 

% Female*   36.7%  37.3%   36.9%  -0.4% pts  0.2% 

Employer 865 910 8.9% 930 359 9.1% 795 428 8.7% -134 930 -14.5% -70 481 -8.1% 

Own account worker 1 477 148 15.3% 1 549 783 15.2% 1 455 858 15.9% -93 925 -6.1% -21 290 -1.4% 

Total 9 683 639 100.0% 10 197 324 100.0% 9 141 056 100.0% -1 056 268 -10.4% -542 584 -5.6% 

Source: QLFS of Stats SA  * of all people working for private enterprises, of which 81% worked for SMMEs over the last 5 years 
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The attrition in SMME 

ownership is higher in 

the 50-59 age group 

 
SMME owners by age 

The majority of SMME owners are older than 40 years. A large share of the contraction in the number of 

SMMEs in the year up to 2017Q3 were also in this age group, specifically the age group 50-59. However, 

the younger age groups (25-34) also experienced attrition. The decline in the number of older SMME 

owners implies a loss of experience, which is a significant fact in view of the age profile of SMMEs (next 

page). It would appear that many SMME owners opted for salary employment. 

  Figure 7: SMME owners by age 

 

Source: QLFS of Stats SA 

 

Table 3: SMME owners by age 

  2016Q3   2017Q2   2017Q3   
Quarterly 

change 
  

Yearly 
change 

  

 Years  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

15-19 9 384 0.4% 6 248 0.3% 8 297 0.4% 2 049 32.8% -1 087 -11.6% 

20-24 73 851 3.2% 83 807 3.4% 68 952 3.1% -14 855 -17.7% -4 899 -6.6% 

25-29 205 858 8.8% 217 189 8.8% 188 022 8.4% -29 167 -13.4% -17 836 -8.7% 

30-34 315 434 13.5% 357 376 14.4% 296 446 13.2% -60 931 -17.0% -18 988 -6.0% 

35-39 320 839 13.7% 393 391 15.9% 333 452 14.8% -59 939 -15.2% 12 613 3.9% 

40-44 391 738 16.7% 395 518 15.9% 382 056 17.0% -13 461 -3.4% -9 682 -2.5% 

45-49 316 525 13.5% 335 627 13.5% 305 437 13.6% -30 190 -9.0% -11 088 -3.5% 

50-54 290 440 12.4% 266 811 10.8% 260 943 11.6% -5 868 -2.2% -29 498 -10.2% 

55-59 222 934 9.5% 229 404 9.2% 194 214 8.6% -35 190 -15.3% -28 720 -12.9% 

60-64 106 395 4.5% 114 186 4.6% 122 876 5.5% 8 690 7.6% 16 481 15.5% 

65-69 55 175 2.4% 43 666 1.8% 49 281 2.2% 5 615 12.9% -5 894 -10.7% 

70-74 22 134 0.9% 24 710 1.0% 23 034 1.0% -1 676 -6.8% 900 4.1% 

75-79 12 352 0.5% 12 210 0.5% 18 277 0.8% 6 068 49.7% 5 925 48.0% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -228 855 -9.2% -91 772 -3.9% 

Source: QLFS of Stats SA 
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A quarter of SMMEs 

do not survive beyond 

two years in business 

 
Enterprise age of SMMEs 

By the third quarter of 2017, nearly 54% of SMMEs were in operation for longer than five years, which is 

similar to the 55% recorded a year earlier. The data suggests that 5 years of operation is a key hurdle for 

SMMEs – if an SMME survives 5 years, chances are good it will continue to do so for the following 10 to 15 

years. In 2016Q3, nearly 280 000 new SMMEs entered the market, and in 2017Q3 only 268 000 did so. As 

reported previously, the number of SMMEs tapers off significantly after 20 years in operation, probably due 

to owners reaching retirement age. There is also a significant decline (25%) in the number of SMMEs 

operating for longer than two years – an indication that a large proportion do not survive beyond their 

second year in business. 

  Figure 8: Enterprise age of SMMEs 

 

Source: QLFS of Stats SA 

 

Table 4: Enterprise age of SMMEs  

  2016Q3 2017Q2 2017Q3 Yearly change 

 Years  Number Distrib. Number Distrib. Number Distrib. Number % 

0 279 604 11.9% 212 798 8.6% 267 759 11.9% -11 846 -4.2% 

1 254 299 10.9% 337 125 13.6% 270 766 12.0% 16 467 6.5% 

2 198 474 8.5% 224 055 9.0% 202 301 9.0% 3 828 1.9% 

3-5 319 388 13.6% 363 662 14.7% 296 442 13.2% -22 946 -7.2% 

6-10 526 597 22.5% 565 511 22.8% 503 136 22.3% -23 461 -4.5% 

11-20 499 186 21.3% 510 111 20.6% 455 645 20.2% -43 541 -8.7% 

21-50 263 509 11.2% 262 938 10.6% 246 880 11.0% -16 629 -6.3% 

>50 2 001 0.1% 3 941 0.2% 8 358 0.4% 6 357 317.8% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -91 772 -3.9% 

Source: QLFS of Stats SA 
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The share of informal 

SMMEs increased 

slightly 

 
SMMEs by formal and informal sectors 

In the third quarter of 2017, the share of SMMEs operating in the informal sector increased somewhat 

to 69%, while the share operating in the formal sector narrowed to 28%. Most SMME owners in the 

formal sector also employ other people, while the majority in the informal sector are own account 

workers. Of all SMME owners, 35% also employ other people. 

  Figure 9: SMMEs by formal and informal sector in 2017Q3 

 

Source: QLFS of Stats SA 

 

Table 5: Formal and informal SMMEs in 2017Q3 

 Type   Formal sector   Informal sector   Agriculture   Private households   Total  Distrib. 

An employer 474 874 285 438 35 116 0 795 428 35.3% 

Own account worker 156 936 1 267 451 24 600 6 871 1 455 858 64.7% 

Total 631 810 1 552 889 59 716 6 871 2 251 286 100.0% 

% per sector 28.1% 69.0% 2.7% 0.3% 100%   

Source: QLFS of Stats SA 
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Large decline in the 

construction sector 

 
SMMEs by industry 

In the year up to 2017Q3, the manufacturing sector gained nearly 21 000 SMMEs, while trade and 

accommodation gained more than 16 000. The number of SMMEs in construction fell by more than 

77 000 enterprises during these four quarters. The number of SMMEs also declined significantly in the 

agricultural and financial & business services sectors. The industry mix changed slightly over the year up 

to 2017Q3, indicating that entrepreneurs are adjusting to economic signals and searching for the best 

opportunities. 

  Figure 10: SMMEs by industry in 2017Q3 

 

Source: QLFS of Stats SA 

 

Table 6: SMMEs by industry  

 Industry  
2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

Agriculture 80 657 3.4% 67 299 2.7% 59 716 2.7% -7 583 -11.3% -20 940 -26.0% 

Mining 2 133 0.1% 8 363 0.3% 3 510 0.2% -4 852 -58.0% 1 377 64.6% 

Manufacturing 192 831 8.2% 245 889 9.9% 213 729 9.5% -32 160 -13.1% 20 898 10.8% 

Electricity, gas & water 799 0.0% 3 649 0.1% 0 0.0% -3 649 -100.0% -799 -100.0% 

Construction 353 090 15.1% 332 879 13.4% 275 522 12.2% -57 356 -17.2% -77 568 -22.0% 

Trade & accommodation 943 139 40.3% 1 004 537 40.5% 959 736 42.6% -44 801 -4.5% 16 597 1.8% 

Transport & communication 160 104 6.8% 160 566 6.5% 155 034 6.9% -5 532 -3.4% -5 070 -3.2% 

Finance & bus. services 295 509 12.6% 297 577 12.0% 264 877 11.8% -32 700 -11.0% -30 632 -10.4% 

Community 303 919 13.0% 334 600 13.5% 312 291 13.9% -22 310 -6.7% 8 372 2.8% 

Other 10 878 0.5% 24 783 1.0% 6 871 0.3% -17 912 -72.3% -4 007 -36.8% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -228 855 -9.2% -91 772 -3.9% 

Source: QLFS of Stats SA 
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SMME ownership 

declined sharply in the 

two largest provinces 

 
SMMEs by province 

In the third quarter of 2017 just more than 30% of SMMEs operated in Gauteng, followed by close to 

14% in both KwaZulu-Natal and Limpopo. In the last four quarters, the share of Limpopo and 

Mpumalanga increased due to growth of 20% and 21% y-o-y respectively. Growth was also positive, 

albeit more marginal, in the Free State, the North West and the Western Cape. This growth stands in 

contrast to the two largest regions, i.e. Gauteng and KwaZulu-Natal, where the number of SMME 

owners declined by 15% and 13.5% respectively. It may indicate that fewer job opportunities in the 

rural provinces urge people to become entrepreneurs.  

  Figure 11: SMMEs owners by province 

 

Source: QLFS of Stats SA 

 

Table 7: SMME owners by province 

 Occupation  2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

Western Cape 256 696 11.0% 289 757 11.7% 268 821 11.9% -20 937 -7.2% 12 125 4.7% 

Eastern Cape 217 352 9.3% 215 570 8.7% 190 749 8.5% -24 821 -11.5% -26 603 -12.2% 

Northern Cape 27 868 1.2% 21 751 0.9% 14 940 0.7% -6 811 -31.3% -12 928 -46.4% 

Free State 101 496 4.3% 94 796 3.8% 110 291 4.9% 15 495 16.3% 8 795 8.7% 

KwaZulu-Natal 375 698 16.0% 392 237 15.8% 325 051 14.4% -67 187 -17.1% -50 647 -13.5% 

North West 115 638 4.9% 142 075 5.7% 125 329 5.6% -16 746 -11.8% 9 691 8.4% 

Gauteng 809 595 34.6% 828 994 33.4% 687 867 30.6% -141 127 -17.0% -121 729 -15.0% 

Mpumalanga 178 204 7.6% 206 274 8.3% 216 328 9.6% 10 054 4.9% 38 124 21.4% 

Limpopo 260 510 11.1% 288 687 11.6% 311 911 13.9% 23 224 8.0% 51 401 19.7% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -228 855 -9.2% -91 772 -3.9% 

Source: QLFS of Stats SA 
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The trade & 

accommodation sector 

well-represented in all 

provinces 

 
SMMEs by industry and province 

The industry distribution of most provinces are very similar, with many SMMEs in the trade and 

accommodation sector. This sector accounted for 43% of SMMEs in the country; in a number of the 

provinces, this share is even higher, e.g. the Free State, the Eastern Cape, Limpopo, Mpumalanga, the 

North West and KwaZulu-Natal. The Western Cape, Gauteng and the Northern Cape have a lower 

exposure to the internal trade sector. The Western Cape and Gauteng have higher proportions of 

SMMEs in the financial services sector (>17% versus a national average of 12%), compared to the other 

provinces. Likewise, the Northern Cape has an above-average proportion SMMEs operating in the 

agricultural sector (19% versus a national average of 3%). 

  Figure 12: SMMEs by industry in 2017Q3 

 

Source: QLFS of Stats SA 

 

Table 8: SMMEs by province and industry in 2017Q3  

 Western 
Cape 

Eastern 
Cape 

Northern 
Cape 

Free State 
KwaZulu- 

Natal 
North West Gauteng 

Mpuma- 
langa 

Limpopo Total 

Agriculture 7 100 4 055 2 888 4 542 10 111 6 359 5 870 6 488 12 303 59 716 

Mining 0 0 401 0 0 0 3 110 0 0 3 510 

Manufacturing 30 781 11 564 1 338 7 390 35 828 10 852 63 755 18 849 33 372 213 729 

Elec, gas & water 0 0 0 0 0 0 0 0 0 0 

Construction 27 030 31 600 1 637 14 560 32 565 7 565 80 481 29 445 50 640 275 522 

Trade & accom. 80 894 94 933 5 066 56 149 147 490 59 712 262 381 103 527 149 584 959 736 

Transp & commu. 22 102 19 505 620 8 576 16 275 13 571 49 571 8 892 15 923 155 034 

Fin. & bus. services 52 644 11 655 1 057 7 198 34 225 7 808 114 489 16 011 19 789 264 877 

Community 47 446 16 198 1 934 11 876 48 558 18 622 105 966 33 116 28 576 312 291 

Other 824 1 239 0 0 0 839 2 244 0 1 725 6 871 

Total 268 821 190 749 14 940 110 291 325 051 125 329 687 867 216 328 311 911 2 251 286 

 Source: QLFS of Stats SA 
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The share of black-

owned SMMEs 

increased notably 

 
SMMEs by population group 

Only the number of black owned SMMEs increased in the four quarters up to 2017Q3, while there was a 

decline in all the other groups. Consequently, the share of black SMME owners increased from 72% to 

76%, while that of Indians, coloureds and whites declined. Furthermore, the decline in SMME owners 

was the most severe among coloureds, with a decline of more than 28% over this period. 

  Figure 13: Number of SMMEs by population group 

 

Source: QLFS of Stats SA 

 

Table 9: SMME owners by population group 

 Race  2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

Indian/Asian 102 152 4.4% 94 519 3.8% 82 672 3.7% -11 846 -12.5% -19 479 -19.1% 

Coloured 113 597 4.8% 110 776 4.5% 81 377 3.6% -29 399 -26.5% -32 220 -28.4% 

White 444 819 19.0% 410 744 16.6% 373 647 16.6% -37 097 -9.0% -71 172 -16.0% 

Black 1 682 490 71.8% 1 864 103 75.2% 1 713 590 76.1% -150 513 -8.1% 31 099 1.8% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -228 855 -9.2% -91 772 -3.9% 

Source: QLFS of Stats SA 
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Growth mostly among 

those without any 

schooling 

 
SMME owners by educational attainment 

A tendency reported previously continued. The proportion of SMME owners without any schooling 

grew faster than any other education group, while those without a full primary education also increased 

somewhat. These results point to a high degree of survivalist operations. As total SMME ownership 

declined, this implies the intensity of survivalist operations increased. In contrast, the biggest 

contraction occurred in the group with matric, followed by those who have some secondary school 

education. These people were more likely to obtain jobs in the formal sector, and presumably opted for 

that. It should be noted, however, that the proportion of SMME owners with tertiary education 

continued to increase; it was at 18% a year ago and currently stands at 19.3%. 

  Figure 14: SMMEs by education group 

 

Source: QLFS of Stats SA 

 

Table 10: SMME owners by education group 

 Schooling  2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

No schooling 79 196 3.4% 93 473 3.8% 98 179 4.4% 4 706 5.0% 18 983 24.0% 

Less than primary completed 206 544 8.8% 227 024 9.2% 211 201 9.4% -15 823 -7.0% 4 657 2.3% 

Primary completed 108 531 4.6% 109 308 4.4% 105 376 4.7% -3 932 -3.6% -3 155 -2.9% 

Secondary not completed 834 966 35.6% 867 995 35.0% 782 119 34.7% -85 876 -9.9% -52 848 -6.3% 

Secondary completed 655 850 28.0% 658 476 26.5% 585 001 26.0% -73 476 -11.2% -70 849 -10.8% 

Tertiary 423 404 18.1% 485 988 19.6% 433 526 19.3% -52 462 -10.8% 10 122 2.4% 

Other 34 567 1.5% 37 876 1.5% 35 885 1.6% -1 992 -5.3% 1 318 3.8% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -228 855 -9.2% -91 772 -3.9% 

Source: QLFS of Stats SA 
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Decline in SMME 

ownership mainly in 

crafts and the technical 

professions 

 
SMMEs by occupation 

Most of the decline in SMME owners in the year up to 2017Q3 was in the categories, craft and related 

trades and technical and associate professionals. The loss was countered slightly by an increase in plant 

and machine operators and service, shop and market workers. Consequently, the distribution of SMME 

owners by occupation changed slightly. A quarter of SMME owners practice an elementary occupation, 

followed by managers at virtually the same proportion. The number of domestic workers who operate 

as an SMME is very volatile; given that it is such a small number, sampling noise might be the main 

cause of this volatility. 

  Figure 15: SMMEs by occupation 

 

Source: QLFS of Stats SA 

 

Table 11: SMME owners per occupation group 

 Occupation  2016Q3 2017Q2 2017Q3 Quarterly change Yearly change 

  Number Distrib. Number Distrib. Number Distrib. Number % Number % 

Managers 530 235 22.6% 583 044 23.5% 535 586 23.8% -47 458 -8.1% 5 351 1.0% 

Professionals 97 838 4.2% 115 206 4.6% 101 463 4.5% -13 743 -11.9% 3 625 3.7% 

Technical and associate professionals 174 452 7.4% 148 493 6.0% 133 264 5.9% -15 229 -10.3% -41 187 -23.6% 

Clerks 18 813 0.8% 20 317 0.8% 23 462 1.0% 3 145 15.5% 4 649 24.7% 

Service, shop and market workers 331 142 14.1% 355 200 14.3% 343 027 15.2% -12 174 -3.4% 11 885 3.6% 

Skilled agricultural and fishery workers 49 547 2.1% 39 691 1.6% 39 633 1.8% -58 -0.1% -9 914 -20.0% 

Craft and related trades workers 476 627 20.3% 517 223 20.9% 413 135 18.4% -104 088 -20.1% -63 492 -13.3% 

Plant & machine operators  64 630 2.8% 73 494 3.0% 79 160 3.5% 5 666 7.7% 14 529 22.5% 

Elementary occupations 598 722 25.6% 624 391 25.2% 580 958 25.8% -43 433 -7.0% -17 764 -3.0% 

Domestic workers 1 052 0.0% 3 083 0.1% 1 599 0.1% -1 484 -48.1% 547 52.0% 

Total 2 343 058 100.0% 2 480 141 100.0% 2 251 286 100.0% -228 855 -9.2% -91 772 -3.9% 

Source: QLFS of Stats SA 
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Financial data of SMEs  
From the Quarterly Financial Survey 

 

 

SME profitability 

remains under pressure 

in 2017Q3 

 
Profitability of SMEs 

The nominal turnover of SMEs increased by nearly 4% y-o-y in 2017Q3, which is significantly above the 

1.8% turnover growth of large enterprises. However, it is lower than the nominal economic growth rate 

of 6.5% over the same period, and implies that SMEs contributed less to GDP than the year before. Of 

concern is the decrease in net profit levels of more than 19% y-o-y. The annual contraction in profits 

occurred despite a jump in profits during 2017Q3. The lower profit levels imply a smaller incentive for 

entrepreneurship. This correlates with the decline in the number of SMME owners over the same 

period, and the decline in capital investment of a similar magnitude. 

  Figure 16: Change per financial indicator: 2017Q3 

 

Source: QFS of Stats SA 

 

Table 12: Financial indicators of SMEs 

R million 2016Q3 2017Q2 2017Q3 q-o-q % change y-o-y % change 

Depreciation R 13 749 R 14 319 R 14 014 -2.1% 1.9% 

Employment costs R 142 642 R 151 687 R 149 577 -1.4% 4.9% 

Net profit or loss before taxation R 87 258 R 60 726 R 70 404 15.9% -19.3% 

Total capital expenditure R 14 825 R 12 451 R 11 919 -4.3% -19.6% 

Total expenditure R 892 807 R 904 372 R 924 983 2.3% 3.6% 

Total income R 968 339 R 959 146 R 1 000 634 4.3% 3.3% 

Turnover R 940 320 R 935 168 R 976 833 4.5% 3.9% 

Source: QFS of Stats SA 
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SMEs contribute slightly 

more to aggregate 

turnover  

 
Economic contribution of SMEs 

The share which SMEs contribute to the turnover of all enterprises* increased slightly from 41.2% to 

41.7% in the four quarters up to 2017Q3. This increase is the result of weak turnover growth among 

large enterprises on average. Along with turnover, SMEs also gained share in terms of income and net 

profit. (The proportion of net profits that went to SMEs recovered from a slump of 23% in 2017Q2 to 

42% in 2017Q3.) However, in the case of capital expenditure, SMEs contributed less than before. This 

fact implies that the future contribution of SMEs to turnover may decline. 

  Figure 17: SME contribution to all enterprises* by indicator 

 

Source: QFS of Stats SA 

 

Table 13: SME contribution to all enterprises* by indicator 

Indicator 2016Q3 2017Q2 2017Q3 q-o-q change y-o-y change 

Depreciation 23.6% 24.5% 23.9% -0.7% pts 0.3% pts 

Employment costs 45.6% 46.8% 46.1% -0.7% pts 0.5% pts 

Net profit or loss before taxation 39.6% 22.7% 42.2% 19.5% pts 2.6% pts 

Total capital expenditure 15.4% 15.4% 14.5% -1% pts -0.9% pts 

Total expenditure 40.2% 40.2% 40.6% 0.4% pts 0.5% pts 

Total income 40.0% 38.5% 41.1% 2.6% pts 1.1% pts 

Turnover 41.2% 41.4% 41.7% 0.3% pts 0.5% pts 

Source: QFS of Stats SA 
*excluding agriculture, financial intermediation, insurance and government institutions 
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Table 14: Financial indicators of SMEs by industry 

R million 2016Q3 2017Q2 2017Q3 q-o-q % change y-o-y % change 

Employment costs R 142 642 R 151 687 R 149 577 -1.4% 4.9% 

Community, social and personal services industry R 7 169 R 7 685 R 7 918 3.0% 10.4% 

Construction industry R 10 733 R 10 548 R 10 010 -5.1% -6.7% 

Electricity, gas and water supply industry R 443 R 469 R 427 -9.0% -3.6% 

Manufacturing industry R 39 231 R 38 218 R 38 007 -0.6% -3.1% 

Mining and quarrying industry R 4 024 R 4 277 R 4 373 2.2% 8.7% 

Real estate and other business services industry R 42 106 R 45 846 R 44 796 -2.3% 6.4% 

Transport industry R 9 021 R 9 321 R 9 205 -1.2% 2.0% 

Trade industry R 29 915 R 35 323 R 34 841 -1.4% 16.5% 

Net profit or loss before taxation R 87 258 R 60 726 R 70 404 15.9% -19.3% 

Community, social and personal services industry R 4 374 R 4 997 R 4 907 -1.8% 12.2% 

Construction industry R 3 615 R 2 006 R 1 157 -42.3% -68.0% 

Electricity, gas and water supply industry R 971 R 458 R 901 96.7% -7.2% 

Manufacturing industry R 27 533 R 15 754 R 23 937 51.9% -13.1% 

Mining and quarrying industry R 511 -R 1 478 -R 2 235 51.2% -537.4% 

Real estate and other business services industry R 13 905 R 15 090 R 15 697 4.0% 12.9% 

Transport industry R 3 115 R 3 915 R 3 922 0.2% 25.9% 

Trade industry R 33 234 R 19 984 R 22 118 10.7% -33.4% 

Total capital expenditure R 14 825 R 12 451 R 11 919 -4.3% -19.6% 

Community, social and personal services industry R 417 R 484 R 398 -17.8% -4.6% 

Construction industry R 124 R 126 R 45 -64.3% -63.7% 

Electricity, gas and water supply industry R 710 R 686 R 724 5.5% 2.0% 

Manufacturing industry R 3 781 R 2 677 R 3 216 20.1% -14.9% 

Mining and quarrying industry R 281 R 616 R 518 -15.9% 84.3% 

Real estate and other business services industry R 4 957 R 4 545 R 4 131 -9.1% -16.7% 

Transport industry R 2 776 R 2 035 R 1 433 -29.6% -48.4% 

Trade industry R 1 779 R 1 282 R 1 454 13.4% -18.3% 

Total expenditure R 892 807 R 904 372 R 924 983 2.3% 3.6% 

Community, social and personal services industry R 23 302 R 22 354 R 22 726 1.7% -2.5% 

Construction industry R 63 053 R 62 046 R 63 293 2.0% 0.4% 

Electricity, gas and water supply industry R 3 988 R 4 235 R 4 022 -5.0% 0.9% 

Manufacturing industry R 206 894 R 213 836 R 209 326 -2.1% 1.2% 

Mining and quarrying industry R 16 655 R 15 984 R 16 933 5.9% 1.7% 

Real estate and other business services industry R 151 835 R 147 998 R 143 890 -2.8% -5.2% 

Transport industry R 54 754 R 57 729 R 59 271 2.7% 8.2% 

Trade industry R 372 326 R 380 190 R 405 522 6.7% 8.9% 

Total income R 968 339 R 959 146 R 1 000 634 4.3% 3.3% 

Community, social and personal services industry R 27 638 R 27 302 R 27 623 1.2% -0.1% 

Construction industry R 66 637 R 64 979 R 64 116 -1.3% -3.8% 

Electricity, gas and water supply industry R 4 923 R 4 699 R 4 914 4.6% -0.2% 

Manufacturing industry R 231 408 R 226 973 R 232 820 2.6% 0.6% 

Mining and quarrying industry R 16 157 R 14 793 R 15 171 2.6% -6.1% 

Real estate and other business services industry R 165 485 R 163 182 R 159 649 -2.2% -3.5% 

Transport industry R 57 975 R 61 649 R 63 207 2.5% 9.0% 

Trade industry R 398 116 R 395 569 R 433 134 9.5% 8.8% 

Turnover R 940 320 R 935 168 R 976 833 4.5% 3.9% 

Community, social and personal services industry R 24 086 R 25 145 R 25 697 2.2% 6.7% 

Construction industry R 66 215 R 64 559 R 63 487 -1.7% -4.1% 

Electricity, gas and water supply industry R 4 734 R 4 472 R 4 707 5.3% -0.6% 

Manufacturing industry R 224 786 R 220 473 R 224 537 1.8% -0.1% 

Mining and quarrying industry R 15 007 R 13 691 R 14 070 2.8% -6.2% 

Real estate and other business services industry R 157 449 R 157 450 R 154 308 -2.0% -2.0% 

Transport industry R 57 120 R 60 735 R 62 276 2.5% 9.0% 

Trade industry R 390 923 R 388 643 R 427 751 10.1% 9.4% 
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Implications for the SMME sector 
 

 

By any measure, the 

SMME sector remains 

important in SA’s 

development … 

 While the latest quarterly results point to a reversal of the SMME growth reported previously, this does 

not distract from the importance of the SMME sector in the SA economy. This statement is 

underwritten by some key results from the last two sets of SMME surveys in SA: 

 The number of SMME owners (i.e. employers and own account workers) ranges between 2.3 and 

2.5 million and the share of total employment between 13.7% and 15%, i.e. a proxy of the size of 

the SMME sector. 

 Furthermore, between 6.9 and 8.1 million workers are employed in the SMME sector. Combined 

with the owners, the SMME sector accounts for between 55% and 65% of aggregate employment 

in the country. 

 Excluding micro enterprises, SMEs account for between 41% and 42% of economy-wide turnover 

(when the agricultural, financial intermediation & insurance sector and government institutions 

are excluded). 

… however, it is 

imperative that the 

survivalist tendency in 

the sector be arrested 

 A somewhat disconcerting tendency reported in the last two SMME surveys, is the fact that the relative 

disadvantage of the sector vis-à-vis large corporations may be intensifying. Both surveys reported a 

higher share of informal SMMEs and an apparent intensification of survivalist operations. It is 

imperative that the authorities address this trend, either by arresting the tendency through macro-

policy interventions and/or support measures assisting survivalist operations (entering the formal 

sector, becoming better trained or expanding into more prosperous business units). This may be a tall 

order. An improved economic performance will also go far in arresting the adverse tendency. 

 

 

An improvement in the 

domestic economic 

outlook will benefit the 

SMME sector 

 The SA economy is poised for faster growth and this will benefit the SMME sector. Business sentiment is 

on the rise as the private sector is discounting a more stable political outlook. Greater economic policy 

certainty will remove a key stumbling block to higher domestic investment and job creation. With the 

SMME sector evidently under serious pressure during the third quarter of 2017, this may have been at 

the nadir of the business cycle. SMMEs should face the adversity and plan for better times. 

In this regard, the tourism sector is clearly offering substantial opportunities, with international tourist 

arrivals projected to continue growing at a high rate and with attempts to turn around the declining 

trend in domestic holiday arrivals. The growth of the ICT sector does not only provide opportunities for 

entrepreneurs, but engaging with the latest (and lasting) developments in this sector should also 

benefit the small business sector. On the downside, it has to be noted that the drought in the Western 

Cape (and other provinces) may impact the small business sector disproportionately. Finally, it is to be 

hoped that the government’s industrial policy efforts bear fruit in arresting the declining contribution to 

the economy by manufacturing. Here, new opportunities may also be opening up for SMMEs. 
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Glossary 
Annualised growth: The growth rate of a given quarter compared with 
the previous quarter, compounded to an annual rate.  
 
Business Cycle: The phase in which an economy grows (upswing) or 
contracts (downswing) relative to its long term trend. See “Coincident 
Indicator” and “Leading Indicator” below. 
 
Coincident Indicator: An economic indicator (such as real retail sales) 
whose turning points coincide with those of the business cycle (called 
reference turning points). 
 
Business Confidence Index: An index that tracks the percentage of 
respondents rating economic conditions to be satisfactory during a 
given period. It is measured on a scale from 0 to 100, where 50 
indicates a neutral level. Mostly used as a business cycle indicator. 
 
Constant Prices: The monetary value of an indicator after the impact 
of inflation has been accounted for. It will be expressed in terms of the 
currency value of a specific year, called the base year (e.g. 2005). This 
price-format reflects on volume changes at a specific time. 
 
Consumer Price Index (CPI): The index from which consumer inflation 
is calculated. The prices of a representative basket of goods and 
services, which is typical to the median consumer, is tracked over time 
to monitor the purchasing power of the consumer’s money.  
 
Current Prices: The monetary value of an indicator before any 
adjustment for inflation. This price-format reflects the actual value of 
an indicator at a specific time as it would be recorded by accountants. 
 
Employee Earnings: Calculated by dividing the total gross earnings, 
excluding severance, termination and redundancy payments, for the 
reference month by the number of employees as at the end of the 
reference month.  
 
Gross Domestic Expenditure (GDE): The total value of spending 
originating within the borders of a country. The GDE excludes exports 
and includes imports.  
 
Gross Domestic Fixed Investment (GDFI): The purchase of additional 
capital stock within the borders of one country, not providing for 
depreciation in the current capital stock. 
 
Gross Domestic Product (GDP): The total value of all final goods and 
services produced within the geographic boundaries of a country in a 
particular period (usually one year). 
 
Index: A series of index numbers at regular fixed intervals, which 
compare the level of an indicator with its own level at another time or 
place. The base period (e.g. 2005) will be set to 100 and all other 
periods will be expressed as a ratio of that. 
 
Leading Indicator: An economic indicator (such as the number of new 
cars sold) whose turning points precedes those of the business cycle 
(called reference turning points). 
 
M3: The broadest indicator of money supply in a country, including 
notes and coins and all the positive balances and deposits in all of the 
bank accounts of the private sector.  
 

Private Consumption Expenditure: The largest single element of 
expenditure in the economy by households and firms on final goods 
and services. 
 
Producer Price Index (PPI): Similar to the CPI, the PPI constitutes a 
basket of goods priced when they leave local farms, mines and 
factories, or are imported. It aims to monitor the price changes in 
production. 
 
Real Prices: See Constant Prices 
 
Seasonality: The fluctuation in a time series due to seasonal factors 
such as holidays, tax year-ends, agricultural crops etc. This fluctuation 
tends to repeat itself in constant cycles (usually the quarters of a year). 
 
Seasonally adjusted (s.a.): The seasonal fluctuation within a time 
series has been eliminated. This makes it possible to compare two 
consecutive periods (quarters in most cases) on equal foot. 
 
SMMEs: Small, medium and micro enterprises 
 
SMEs: Small and medium enterprises 
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Appendix 
Methodology to estimate a proxy for the number of SMMEs 

The first step in identifying a proxy is to determine the number of SMMEs in a particular year, and then to find another statistic that 

would give a comparable number. According to the Integrated Business Register, South Africa had 553 491 enterprises in 2007, of 

which only 17 251 (3.1%) were classified as large enterprises (The DTI, 2008). The DTI estimated a total of 2.26 million SMMEs in 

South Africa in 2007, of which more than 75% operated in the informal sector. They based this estimate on the QLFS published by 

StatsSA. 

With this number in mind, we analysed the QLFS data to see if a comparable statistic could be found. The QLFS publish data on the 

employment status of individuals. It specifies the number of persons in South Africa who work for a salary, the number who employ 

others and themselves and also the number who employ only themselves (own account worker). From this data, those who work for 

someone else are excluded from the proxy. To avoid double counting, those helping in a household business are also excluded. 

The own account workers should all be included in a possible proxy as it would be highly unlikely that any would have a turnover 

above R123.5 million. Regarding employers, their numbers have been above the 700 000 level since 2008. This number can be 

assumed not to include large enterprises for two reasons. Firstly, large enterprises constitute such a small part of the total on the 

business register (3.1% in 2007). Secondly, many are owned by multiple owners and will not be counted in the QLFS, which is a 

sample of individuals. Their managers will be counted among those “working for someone”. 

Thus, the proxy for the number of SMMEs will be taken as the number of employers and own account workers combined. Together 

they constitute 14% to 15% of all employees, a number which has not changed much in the last seven years. We can deduce that the 

QLFS-proxy is a relatively accurate estimate of the number of SMMEs in 2007 according to the DTI (it differs by only 3%). This 

methodology is similar to the original methodology used by the DTI. 
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Classification of enterprises according to size in terms of turnover 

Regarding the financial data on SMEs, the methodology is determined by the DTI. They classify enterprise size according to their 

annual turnover in terms of the National Small Business Amendment Bill. These cut-off points differ among the economic sectors. 

Stats SA then adjusts the turnover cut-off points every year to provide for inflation. These are published in the QFS. The March 2017 

cut-off points appear in the table below. All enterprises falling below the ‘large’ category are grouped together to form the SME 

sector.  

Table 15: Cut-off points for enterprise turnover to determine their size 

 Industry Turnover Large > Rm Medium > Rm Small > Rm Very small > Rm 

SIC2 Mining and quarrying 488 125 50 2 

SIC3 Manufacturing 638 163 63 2 

SIC4 Electricity, gas and water 638 163 64 2 

SIC5 Construction 325 75 38 2 

SIC61 Wholesale trade 800 400 75 2 

SIC62 Retail trade 488 238 50 2 

SIC63 Motor trade 488 238 50 2 

SIC64 Accommodation and catering 163 75 64 2 

SIC7 Transport 325 163 38 2 

SIC8 Real estate & business services 325 163 38 2 

SIC9 Community, social and personal 163 75 13 2 

Source: QFS of Stats SA 

 


